The author argues that conventional economics ignores or marginalises the role of power and politics which are crucial factors in conditioning the variable structure and performance of markets. Using a power-based notion of politics and drawing on evidence from a wide range of different markets, he identifies markets politics as a complex process involving four different types of power, which he labels π1 to π4: the politics of state involvement involving state power (π1); the politics of market organisation involving internal associational power (π2); the politics of market structure involving economic power (π3); and the politics of social 'embeddedness' involving various forms of social/cultural/ideological power (π4). He argues that a clearer understanding of the complexities of market politics is of practical importance for policy relevant research and prescription.
Introduction
The basic rationale for attempting a political analysis of markets has been briefly laid out in the Editorial Introduction to this IDS Bulletin. During the 1980s, 'the market', or the 'free market' became the key catchword of international development discourse and took on virtually magical qualities as a developmental panacea. In the world of ideas, it was an intellectual juggernaut given political force (and therefore intellectual credibility) not only by the dominance of neoliberalism in the key metropolitan countries (notably 'Reaganomics' and 'Thatcherism'), but also by the notion of 'market socialism' in the former (and, in the case of China, still) state socialist countries. As a powerful ideological slogan it had to rely only partly on its intellectual and practical plausibility. I have been constantly appalled by the simplistic way in which 'the market' is introduced into policy debates, not the least in the Chinese context with which I am the most familiar, where 'the market' has taken on the aura of an unproblematic economic and political saviour.
Fortunately, some of the ideological dust seems to be settling in the early 1990s and the time is ripe for a basic reconsideration of both the concept and the reality of markets. Much of the intellectual and practical case for the beneficial economic consequences of markets is now widely accepted across the 2 political spectrum. Now we need to take our understanding of markets one step further. At the conceptual level, it is important to move analysis away from an overly abstract, simplified and ideologically loaded conception of markets which, when fed into policy, can have damaging results.
To do this, it is necessary to go beyond the rarefied categories of conventional economic analysis: through innovation within economics itself and the introduction of ideas from other disciplines, ideally fused or overlapping in a cross-disciplinary fashion. At the empirical level, an effort to 'deconstruct' the market is all the more pressing in a new global politico-economic context in which the old polarity between 'centrally planned' and 'market economies' has been replaced by a situation in which, while only 'market economies' are on offer, it is becoming increasingly clear that there is a wide range of variation between market economies. Today, we talk about the differences between Japanese and Western capitalist market economies; in future we will have to talk with much more precision about a far wider variety of market economies which differ in fundamental ways (Korean capitalism, Chinese capitalism, Brazilian capitalism). If the neo-classically derived paradigm of 'the market' was inadequate in the past in elucidating the dynamics of real markets, so much more in the future as the range of systematic diversity increases. The kind of analysis presented in this IDS Bulletin represents merely one component of a much wider intellectual and practical dissatisfaction with the conventional paradigm of the market and its practical effects in the industrialised, industrialising and Third Worlds.
A Political analysis of markets
The main points of my argument have already been stated in the Introduction to this IDS Bulletin. The abstract conception of the market deriving from neo-classical economics overrides variations in real markets which are very important for considering and tackling practical problems of development.
(For this issue, see Mackintosh 1990 .) It also abstracts from social, political and institutional aspects of real markets which cannot be dismissed as 'exogenous' factors but are inherent, and indeed may be essential, characteristics of the functioning of markets in the real world. In particular, conventional economic analysis of markets by and large ignores or marginalises the presence of power which is a glaringly visible characteristic of real markets and a political analysis of markets is needed to reveal the manifold ways in which power and power relations influence the structure and operation of real markets. Using a power-based notion of the 'political', one can classify the politics of markets into at least four major forms: the politics of state involvement; the politics of market organisation; the politics of market structure; and the politics of social embeddedness. My purpose here is to discuss these ideas and arguments in more detail.
First, we need to be more clear about the notion of power. The concept is much discussed and contested. (For valuable treatments of the concept, see Bardhan 1991 and Lukes 1986.) Much of the discussion tends to revolve around what could be called a behavioural and a structural view of power.
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The first concentrates on power mainly in dyadic relationships between two agents; superior power is reflected in the ability of agent A to influence the calculations and behaviour of agent B to the effect that agent B chooses to do something which he/she otherwise would not have done (with the implication that B is somehow worse off as a consequence). If one views a market as made up of a myriad of individual exchanges, this micro-level notion of power is essential for understanding the specific dynamics of each exchange event. However, the behavioural notion of power has severe limitations. It tends to take the initial endowments of power resources of each as given and is not concerned to inquire whence they came, preferring to focus on the mechanics whereby power is exercised. However, each real market is a patterned set of social relations with its own specific constellation of power; if the power relation involved in a micro-level market exchange is to be understood, therefore, it must be situated in the context of a structural analysis of this wider system.
The power-patterning of markets affects an agent's choice by determining the boundaries of available choices, influencing the operational calculus of the chooser and shaping the relative attractiveness of various choices. A combination of behavioural and structural analysis also allows us to capture the dynamics of the operation of power within markets as a systemic process in which agents market their own market history, as it were, though not within circumstances of their own choosing. Just as spectacles are usually preferable to monocles for good vision, the behavioural and the structural conceptions of power are both essential to understanding power in markets.
If we incorporate this idea of power within our understanding of markets, their characteristic economic features embody political processes of conflict and cooperation and political relations of domination and subordination. From this viewpoint, therefore, market man or woman is less interested in 'bartering and trucking' or making rational choices in response to given signals and more interested in seeking to protect, consolidate or extend their power within the market. For example, Victor Keegan (The Guardian, 9 June, 1991), commenting on an OECD report warning about the escalating dangers of oligopoly in the industrialised world, notes wryly that 'The natural state of the sentient capitalist is one of unqualified monopoly, with qualified monopoly as decidedly second-best, but often the condition to which competition and regulation reduce him'. This notion of the market as an arena of power struggle between competing interests is conveyed well by Alan Cawson who notes (1988) that: 'The real world of trade politics is a far cry from the notion of competition as an impersonal mechanism for allocating resources, and much closer to the idea of economics as war pursued by peaceful means'. Here Cawson is drawing explicitly on an intellectual tradition deriving from Max Weber who made a similar analysis of prices and money:
Money prices are the product of conflicts of interest and of compromises; they thus result from power constellations. Money is not a mere 'voucher for unspecified utilities', which could be altered at will without any fundamental effect on the character of the price system as a struggle of man against man. 'Money' is, rather, primarily a weapon in this struggle; [money prices] are instruments of calculation only as estimated quantifications of relative chances in this struggle of interests: (Weber (1922 ) 1978 : 108, cited in Granovetter 1992 Weber is referring here to the specific instrumentalities of economic power. However, power is a protean phenomenon and power resources in markets are many and various. We would therefore wish to extend our analysis to involve four dimensions of market power -the state, association, economic assets and socio-cultural status (labelled p1 to p4 for ease of reference). Each of these constitutes the basis for a specific form of market politics. The substance of market politics is characteristically about a number of issues: about the position of an agent or agents in relation to others within a market and their differential ability to extract resources through exchanges with other market participants; about the rules of the game and the nature of market institutions; and about the boundaries of the market (for example, with the public sector or the household). Participants in the politics of a specific market may involve both actors in that market, actors in other markets with intersecting exchanges and interests, and in other social spheres, such as the family or the state.
π1 The politics of state involvement
This is the most familiar arena of market politics since it is commonly discussed under the rubric of the state-market paradigm. Our analysis differs from the latter in two respects. First, the conventional state-market paradigm predisposes us to think in dichotomous terms of two distinct spheres: on the one side, there is the realm of politics which has to do with the state and other institutions making up the system of formal public politics; on the other side, there is the realm of economics in which economic agents of diverse kinds produce, exchange and distribute through the modality of markets.
In the real world, of course, the realms of state and market, public political and economic systems, are densely and inextricably intertwined. Second, rather than separate realms of politics and economics as the state-market paradigm does, we regard both the state/public political system and the economy as matrices of politics -from this perspective, 'economic' events and processes are not 'outside politics' or 'non-political' but themselves embody diverse forms of politics.
State involvement in markets takes two common forms. The first is when the state, usually through one of its specific institutional components, is a direct participant in a market direct control over production, accumulation or exchange (for example, industrial parastatals or state farms, state banks, agricultural marketing boards). State enterprises may play a monopolistic role in the provision of key industrial inputs to downstream private firms, notably energy and basic raw materials such as steel and coal. The state may play a crucial role in a variety of markets: for example, as contractor for the 5 services of private defence and telecommunications industries in Western European nations (Cawson et al. 1990) or in the purchase of agricultural produce in many developing countries. In the latter case, the work of Jonathan Barker (1989) and Robert Bates (1981) has been particularly valuable in tracing the political dynamics of interactions between state agencies and peasant producers in the context of African agricultural markets. Bates, for example, analysed African agricultural markets as political arenas characterised by specific constellations of conflicting political actors and interests and showed how these political dynamics led to consequences which were economically deleterious but, from the point of view of state actors at least, political rational.
The second dimension of state involvement in markets is that of regulation, a phenomenon which has several layers of market penetration. The first layer is the relatively superficial one of parametric policy intervention by the government of the day to facilitate market operations, correct market distortions, achieve social or developmental goals and the like. At a deeper level, the state's involvement is pervasive; it is the source of a complex network of institutionalised arrangements which permeate markets and influence the way they operate: for example, the legal definition of property rights, licensing laws, standardisation of weights and measures, creation and validation of money and the regulation of contracts. At an even deeper level, state power saturates market exchange in invisible ways, an immanent quality which is redolent of Michel Foucault's 'capillary' notion of power which acts to 'permeate, characterise and constitute the social body' (Foucault 1976 , in Lukes 1986 . For example, in the context of a highly developed consumer market characterised by a dense network of state regulation built up coral-like over a long period, a simple transaction such as buying a bar of chocolate is saturated by state power, which may regulate hours of sale, precise measurement or description of contents, the positioning of chocolate on the counter and its proximity to other goods, the environmental soundness of its wrapping, the price paid and the nature and value of the money used to pay for it, and so on (and this is disregarding other provisions regarding its production and distribution).
The nature and degree of this institutionalised saturation by state power is intellectually important for classifying different types of markets and measuring their degree of 'maturity' and practically important in conditioning their operational effectiveness. This 'institutional patterning' of markets by state power needs more investigation since one of the features of the development of markets seems to be that this role is increasingly transferred from more traditional social institutions such as kinship, religion or locality (which we discuss under the heading of π4) to the modern state, a process of historical 're-embedding'.
π2 The politics of market organisation
This is a form of power and politics internal to the market, whereby participants in the market act to alter the operation of the market to favour their own interests and enhance their capacity to pursue them. They may do this among themselves or in cooperation/conflict with actors outside their specific market (in the state or in other markets). To the extent that their action results in the creation of established rules of the game or institutionalised practices within the market, this form of politics can result in what might be called 'endogenous regulation'. At its roots, this represents an attempt to achieve 'organisational transcendence' of the market through various forms of collective action.
From a Weberian perspective, this can be seen in terms of two concomitant and competing processes:
social closure or usurpation. Successful social closure undertaken through the collective action of market participants results in the establishment of conditions which protect or extend the market position of those actors, often at the expense of other groups within the market. Usurpation represents a counter-attack by threatened or subordinated actors, such as workers or consumers, to improve their power within the market (these notions are discussed in depth by Parkin 1979) . As Cawson (1988) remarks, these 'social bonds which develop out of self-interest between 'competitors' … are not an aberration from the free market but define the essence of the exercise of power in the market'.
The exercise of associational power takes a number of commonly observable forms, of which three are particularly important: formal association, network and hierarchy.
Formal association provides much of the substance of the politics of 'civil society' and takes a wide variety of forms, e.g. business associations, commodity cartels, trade unions, consumer groups and professional associations. For example, highly skilled professionals provide classic examples of occupational groups which feel themselves threatened by a potentially fully-functioning competitive market and organise to evade or transcend it. Their strategy is based on what is called 'credentialism' (which is a major symptom of the 'diploma disease') which gives rise to institutionalised mechanisms operating to define and protect their privileged position in the market and to limit the claims of other (actual or potential) market participants. Obvious cases which spring to mind are the medical and legal professions.
This phenomenon raises interesting questions about the role played by the formal associations of 'civil society within the market. Current political discourse tends to regard civil society as a 'good thing', particularly as a bulwark for freedom and autonomy in the face of potential state Leviathans. But what about its role in relation to the market? Opinion is much more divided on this issue. Some argue that the exercise of associational power has a negative economic or developmental effect since it creates unearned rents and thereby distorts the 'proper' operation of markets; others argue that such 7 organisations may have many positive effects, for example in amassing and distributing information, setting and monitoring standards, and providing mechanisms for arbitration or sanctions. This needs more thought and investigation.
Networks take a variety of forms, the basic idea being that of informal coordination and cooperation between market participants, individuals or firms, who are ostensibly competitors in the market. Powell (1990) , who has documented the importance of networks in the craft, construction, publishing, film and recording industries in the United States, calls this 'patterned exchange' which 'looks more like a marriage than a one-night stand but there is no marriage licence, no common household, no pooling of assets'. The network is a distinctive, semi-institutionalised form of interaction which Kumon 1992 has called Japan a 'network society') and between business and government in China (Wank 1992). In current discourse on industrial development, the economic role of networks is regarded as positive, not least because they have been identified as one component of a number of highly successful economic experiences in Western Europe and East Asia. As in the case of formal associations, however, networks could well function as ways of amassing unproductive rent as 'conspiracies against the public', so the phenomenon needs more investigation before any form of policy prescription can be advanced with confidence.
Hierarchy: I am using Oliver Williamson's word here (1975) to describe the most fundamental form of social closure within the market, the firm. In Williamson's view, the firm, and the hierarchy which it embodies, should be seen as an attempt to internalise transactions and resource flows that might otherwise be conducted in a more costly fashion in the market; it is the substitution of the visible hand of the manager for the invisible hand of the market. In other words, firms are 'islands of planned coordination in the sea of market relations' (Richardson 1972) . While Williamson does not incorporate power into his analysis, the firm is in fact acting as a 'governance structure' (Coase 1937 ) and as such is a node of power and a rich field of micropolitics -of authority, control, cooperation and domination. From a power perspective, the firm can be seen as a kind of 'combat unit' designed for battle in the market; hierarchical controls operate internally to maintain the discipline necessary to carry on the market struggle, competitive or otherwise, in ways which are economically advantageous to the firm's owners, private or otherwise (in the Marxist tradition this involves the extraction of 8 surplus value). The firms expands and contracts, and changes its 'foreign policy' and internal organisation in response to changing conditions in the market. As recent discussion of the rise of 'post-Fordism' in the industrialised countries has suggested, the relationship between the micropolitics of markets at the firm level and the politics and economics of markets at meso/macro levels is interactive and highly dynamic.
π3 The politics of market structure This is a conception of markets as a structure of power relations between agents with differential control over market-relevant material and mental assets. At the micro level, participants come to specific markets with unequal endowments in terms of resources (cf. Sen's notions of capabilities and entitlements; 1984, chaps. 13 and 20) . At the macro level, this results in widely different market structures characterised by more or less equal or unequal power; each specific structure of power conditions the way markets operate at the macro-level, shapes the character of exchange relations between individual market participants and influences their relative returns from exchange. As
Bardhan points out in a recent paper on power in economics (1991: 267), 'power may be centrally involved in causing the existing pattern (and in defining the existing parameters) of trade in the first place'. This idea is also present in Bhaduri's idea of 'forced commerce' wherein 'the "market mechanism" is … better understood not in terms of its allocative efficiency, but as the mechanism for extraction of surplus by one class from another … the function of exchange is not to "clear" the market in some cases, but simply to gain advantage to one party at the cost of another'; he talks about the 'class efficiency' of markets.
Whereas in π1 and π2, we were looking at the transcendence of market exchanges by means of conscious, organised political action, in π3 the politics is a process which is one aspect of the relationship between market participants in the act of exchange, operative whatever the degree of competitiveness within that market. Markets can thus be analysed as political games in which outcomes are structured in terms of choices taken in the context of variable but structured asymmetries in the capacities of participants, which vary across specific markets and which may in certain contexts result in systematic exploitation through unequal exchange. Dyadic market exchanges may thus be expressions of relations between dominant and subordinate classes.
Conventional economic analysis, through its work on monopoly, oligopoly and 'market power', and more recently game theoretical work on bargaining within markets, has made some limited contribution to understanding this process. (For assessments, see Bardhan 1991 and the article by Baland and Platteau in this IDS Bulletin.) In the context of agricultural markets, the work by Indian economists on 'fused' or 'interlocking' markets involving 'triadic power relations' (for example, Bhaduri 1986 and Bharadwaj 1974, discussed by Janakarajan and Olsen in this IDS Bulletin) has analysed the ways in which the interlocking markets for credit, product, leasing, labour, processing and transportation in rural contexts serves to give certain strategically situated groups an ability to dominate transactions with other market actors and benefit from unequal exchange. As a means to track these locations of strategic control, the method of tracing filières is useful in that it identifies the chain of exchange from production through various links in marketing, processing and circulation. A filière map helps one to pinpoint precise locations of profit and accumulation (for example, Barker (1989) has argued that trade is a more favourable location than production for accumulation in agricultural markets in Africa) and thereby identify precise points at which privileged positions can form and, more generally, relations between super-and subordinate classes of strata can coalesce.
The above models of 'fused' and 'interlocking' markets are limited in their application because they have emerged from and been applied to relatively undeveloped agrarian markets still in transition from pre-capitalist systems of economic exchange. However, recent work in the Marxian tradition on more advanced markets in the industrialised countries has attempted to demonstrate how asymmetrical power relations exert influence, and domination and exploitation take place, in markets which are operating in ways more closely approximating the standard model of a competitive market. For example John Roemer (1982, 1988) has argued that 'capitalist exploitation' takes place within a context of 'free', 'voluntary' competitive exchange by virtue of unequal ownership of property. In their theory of 'contested exchange', Samuel Bowles and Herb Gintis (1990) have attempted to establish 'new micro-foundations for political economy, one that illuminates rather than obscures the exercise of power'. There is also work on international exchange by David Evans when he argues (1990: 1295) that 'systematic consideration of class, inequality and power can be brought to bear on trade and development issues without loss of analytical rigour'.
From the point of view of a strict economist, this last methodological point is important since one of the usual arguments against the incorporation of power into economic analysis is that it cannot be done rigorously. However, conventional analyses of monopoly and game-theoretical approaches have far more potential for incorporating a rigorous analysis of power than they have so far demonstrated. The triadic power relations characteristic of interlocked markets have been modelled formally by Subramanian (as an appendix to Janakarajan 1992) and it has been suggested that the methodology of neo-classical economics can provide a precise and empirically testable measure of power by extending the theory of monopoly (Ritson 1977) . One is tempted to conclude that it is really a question of whether or not economists are willing to put their minds to it. A 'power theoretic' and a 'choice theoretic' approach seem logically inextricable and empirically necessary. Take the prisoners' dilemma, for instance -the dilemma lies not merely in the fact that their choices have sub-optimal outcomes, but also in the fact that they are prisoners in the first place. 
Concluding remarks
At the analytical level, we hope to have convinced the reader that real markets are social amalgams interacting with and pervaded by the state and society at large, and political entities permeated by power relations of diverse kinds. Though we have described the political nature of markets in terms of four separate categories, there are, of course, complex 'boundary exchanges' between them. For example while we have emphasised the impact of state politics (π1) on markets, we have not discussed the ways in which the associational politics of π2 affect state politics (for example, through the influence of powerful economic lobbies on officials or the 'pull' exerted by personal networks by linking business people and politicians). There is also a systematic relationship between the power relations of π3 and the associational possibilities of π2: a small group of large landlords, for example, may well find it easier and more productive to organise in their own interests than a much larger number of small tenants. The power definitions and distribution inherent in a religiously-based caste system (in category π4) may well structure the allocation of market power in π3. We can thus conceive of class formation in political terms as the result of a process of mutually enforcing interaction between power differentials in these four spheres. By contrast, power relations in each sphere may be in conflict, as when powerful trade-unions arise to challenge the power vested in unequal ownership of the means of production, or when workers influence state power, through votes or revolution, to secure regulation of markets in their interests to bring about a redistribution of marketable assets (as through land reform). Using these categories, we can also approach the explanation of market institutions in political terms, as a necessary complement to theories which stress transaction costs or information. Market institutions can be seen as a consequence and expression of power relations and political struggle in and between these four areas of market politics.
But does the political analysis of markets have any practical value for the world of development in which analysis exists for the purposes of action? In relation to successful policy intervention, it should caution against operating with too starveling or utopian a conception of 'the market' or the 'free market' and sensitise policy-makers to the structural and institutional diversity of real markets and the complex political processes which shape and underpin them. Any one-sided and/or economistic definition of market 'distortion', for example, runs the risk of coming up with simplistic policy conclusions which mis-specify the problem and underestimate the possibilities of change. It not only faces the familiar problem that, even where markets may be working 'well', they may have unacceptable welfare consequences, for example by increasing the vulnerability of the poor to market fluctuations. It also faces awkward questions about the existence of apparently highly successful markets which are systematically 'distorted' in ways analysed above. There is here an important range of questions about how variations in the power structuring of specific markets affects the developmental outcomes. This goes beyond the usual questions about the nature and extent of state regulation to include the 'endogenous' regulation of markets: for example, the pervasiveness of networks in Japanese or Italian industrial markets; the function of industry/trade associations in improving their members' ability to compete in international markets; or the role of professional organisations in regulating skilled-labour markets. The problems for investigation here are why some of these forms of markets organisation are developmentally beneficial and some not, and how the former can be encouraged and the latter discouraged through policy.
